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CERTIFICATE OF NEED 
REVIEWED BY THE DEPARTMENT OF HEALTH 

DIVISION OF POLICY, PLANNING AND ASSESSMENT 
615-741-1954 

 
DATE: July 31, 2014 
  
APPLICANT: Maxim Healthcare Services 
 208 Sunset Drive, Suite 503 
 Johnson City, Tennessee 37604 
  
 CN4105-015 
  
CONTACT PERSON: John Wellborn, Consultant 
 Development Support Group 

4219 Hillsboro Road, Suite 210 
Nashville, Tennessee 37215 

  
COST: $463,825 
In accordance with Section 68-11-1608(a) of the Tennessee Health Services and Planning Act of 
2002, the Tennessee Department of Health, Division of Policy, Planning, and Assessment, reviewed 
this certificate of need application for financial impact, TennCare participation, compliance with 
Tennessee’s State Health Plan, and verified certain data.  Additional clarification or comment 
relative to the application is provided, as applicable, under the heading “Note to Agency Members.” 
 
SUMMARY: 
The applicant, Maxim Healthcare Services, located 208 Sunset Drive, Suite 503, Johnson City 
(Washington County), Tennessee, seeks Certificate of Need (CON) approval for the establishment 
of a home health agency to provide home health services (primarily private duty hourly care) to 
TennCare, medically complex patients, especially pediatric patients. 
 
Maxim seeks an unrestricted home health license.  As a major TennCare provider, Maxim must 
seek Medicare certification to obtain the Medicare provider number now required by TennCare.  
Maxim performs only token Medicare service visits (0.5%) and will follow the same policy in this 
proposed project.  
 
The principal office for the agency will be developed in leased space in a commercial office building 
at 208 Sunset Drive, Suite in Johnson City.  The applicant will lease 3,438 square feet of space at a 
renovated construction cost of $17.45 per square foot.  It will contain a reception area and waiting 
area, six private offices, a four-station group work area, a skills lab, a copy room, and support 
space such as medical records, business functions, and IT. 
 
The applicant, Maxim Healthcare Services, Inc., is a Maryland Corporation, owned by the three 
entities listed in Attachment A.4.  Maxim has provided services in Tennessee for the last 15 years 
and across the U.S. for the last 25 years. 
 
The total estimated project cost is $463,825 and will be funded through cash reserves as 
documented in a letter from the Chief Financial Officer in Attachment C., Economic Feasibility-2. 
 

GENERAL CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all of the general criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
 
NEED: 
The applicant’s proposed service area includes Carter, Johnson, Sullivan, Unicoi, and Washington 
counties. 
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Service Area Population 2014 and 2018 
County 2014 

Population 
2018 

Population 
% of Increase/ 

(Decrease) 
Carter 57,284 57,680 0.7% 
Johnson 18,094 18,127 0.2% 
Sullivan 158,975 161,136 1.4% 
Unicoi 18,376 18,511 0.7% 
Washington 130,586 138,370 6.0% 
Total 383,315 393,824 2.7% 

                Source: Tennessee Population Projections 2010-2020, June 2013 Revision, Tennessee 
                           Department of Health, Division of Policy, Planning, and Assessment-Office of Health Statistics 
 
Maxim provides private duty home health services in 42 counties in Tennessee.  Approximately 
90% of its services are delivered to TennCare patients, half of which are children and adolescents.  
Maxim has offices in Nashville, Chattanooga, Knoxville and Memphis.  The applicant proposes to 
establish a home health agency to serve five upper east Tennessee counties through a principal 
office in Washington County.  The Tri-Cities area is the only major urban area not currently served 
by Maxim. 
 
Home health services are provided as visits (reimbursed at a flat rate) or hours (reimbursed 
hourly).  The applicant specializes in providing private duty hourly care to TennCare, medically 
complex patients, especially pediatric patients. 
 
In 2013, Maxims statewide caseloads were 50% pediatric patients compared to the home health 
industry’s average of 2.0%; their statewide payor mix was 90% TennCare, and its visits are only 
0.5% Medicare; Maxim served four of the five major urban areas in the State but delivered only 
two tenths of 1% of the State’s home health visits; and Maxim averaged 4.3 home visits per week 
in each county they served. 
 
Maxim’s private duty patients typically are TennCare and commercially insured patients who need 
more daily care than can be delivered in a 1 to 2 hour visit.  Visits by other home health agencies 
usually involve brief, specific tasks such as wound care, physical therapy, and administration of 
medication.  Private duty care includes 4 to 24 hours of attendance and care by skilled nurses and 
aides.  This care includes medical procedures for ventilator care complex IV therapy and palliative 
care for patients with cardiovascular, respiratory, renal, blood, orthopedic, neurological, 
immunologic, and infectious disease disorders. 
 
In 2013, Maxim in Shelby County provided 237,411 private duty hours (51.6% to children) but only 
805 home visits.  Only one visit was to a Medicare patient. 
 
Maxim proposes a different a different business model of home health than the majority of home 
health providers in upper east Tennessee and elsewhere.  Maxim focuses on providing private duty 
care to children and adolescents and TennCare patient age 0-64.  Maxim serves the seriously ill 
who have complex medical conditions requiring staffing expertise and depth for 4-24 hours.  Many 
existing agencies do not provide this level of care and do not concentrate on this service line, 
particularly children or ventilator patients.  
 
The applicant believes there is room in the service area for small niche TennCare and pediatric 
provider like Maxim.  Currently there are 19 agencies authorized to serve one or more of the five 
counties.  Last year five of the providers collectively served only 45 area patients and three of 
those five served no area patients at all.  Nine agencies have less than 21% of their total patients 
living in the five service area counties.  The ten agencies with a majority of their patients living in 
the five county area average only 1.5% dependence on area pediatric patients.  Pediatric patients 
are less than 1% of area caseloads at eight of those ten agencies.  The State average is 2%. 
 



__________________________________________________________________________________________________ 
DOH/PPA/…CON#1405-015                                                                                                 Maxim Healthcare Services 
                                                                                                                             Home Health Services 
 

3 

The applicant reports TennCare utilization appears to be limited as well. Service area enrollment is 
approximately 17% of the population.  Seven of the nineteen agencies reported no TennCare; 
seven more had a TennCare payor mix of less than 7%. 
 
Maxim expects the impact on other providers in the service area will be minimal.  Maxim expects to 
serve only 36 patients in year, which equates to 1/3 of 1%.  In addition, Maxim will not be 
competing for Medicare patients, which is a major source of revenue for other agencies.  And 
finally, home health agencies are for profit entities and have no significant capital debt and pay 
contract staff only as needed. 
 
The following chart illustrates the Need/(Surplus) for the service area counties. 
 

Home Health Patients and Need in Service Area 
County # of 

Agencies 
Serving 

2013 
Population 

 
Patients 
Served 

2018 
Population 

 

Projected 
Capacity 

1.5% of 
2018 

Population 

Need/(Surplus) 
2018 

Carter 11 57,228 2,072 57,680 2,088 865 (1,223) 
Johnson 5 18,126 907 18,127 907 272 (635) 
Sullivan 13 158,451 5,259 161,136 5,348 2,417 (2,931) 
Unicoi 11 18,334 659 18,511 665 278 (388) 
Washington 14 128,537 4,181 138,370 4,501 2,076 (2,425) 

Totals       (7,602) 
 Source:  Tennessee Population Projections 2000-2020, June 2013 Revision, Tennessee Department of Health, Division 
              of Health Statistics and the Joint Annual Report of Home Health Agencies, 2013 (Final). 
 
TENNCARE/MEDICARE ACCESS: 
The applicant currently contracts with AmeriGroup, United Community Healthcare Plan, and 
BlueCare/TennCare Select at their existing agencies in Memphis, Nashville, Knoxville, and 
Chattanooga and will seek contracts for this proposed office as well. 
 
The applicant projects year one Medicare revenues of $18,085 or 2% of gross revenues and 
TennCare/Medicaid revenues of $813,807 or 90% of gross revenues. 
 
ECONOMIC FACTORS/FINANCIAL FEASIBILITY: 
The Department of Health, Division of Policy, Planning, and Assessment has reviewed the Project 
Costs Chart, the Historical Data Chart, and the Projected Data Chart to determine they are 
mathematically accurate and the projections are based on the applicant’s anticipated level of 
utilization.  The location of these charts may be found in the following specific locations in the 
Certificate of Need Application or the Supplemental material: 
 
 Project Costs Chart:  The Project Costs Chart is located in the application on page 60.  

The total project cost is. $463,825 
 

Historical Data Chart:  There is no Historical Data Chart as this is a new project. 
 
Projected Data Chart:  The Projected Data Chart is located on page 64 of the application.  
The applicant projects 18 and 36 patients in years one and two, respectively.  The total net 
operating revenue in year one is projected to be ($306,683) and $10,621 in year two of the 
project. 

 
The applicant’s total hourly gross charges in 2015 are $38.45, with a $0.58 deduction, resulting in 
average net charge of $37.87.  In 2016, the applicant’s total hourly charges are $37.53, with an 
average deduction of $0.58, resulting in an average net charge of $36.95.  The applicant compares 
their charges with those of service area agencies on page 66 of the application. 
 
The applicant stated they have no other alternative way to extend their provision of health services 
in Tennessee or the Tri-Cities area. 
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CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE: 
Maxim does not have transfer agreements as it is a home health agency.  However, all of Maxim’s 
field staff are trained in emergency response procedures and maintain contact numbers for 
emergency response teams. 
 
Maxim believes their presence in this service are should not have a major impact on the market 
share.  The Joint Annual Report shows 220 total pediatric patients were served last year by 9 
agencies, of which only 2 had significant statewide pediatric patient mix.  Maxim’s projected 
pediatric volume in year two of 18 patients would account for only 8% of the area’s pediatric 
patients. 
 
The applicant provides their projected staffing complement on page 73 for the first two years of 
the project. The applicant will seek Licensure from the Tennessee Department of health, Board for 
Licensing Healthcare Facilities. 
 
The applicant will seek accreditation from the Accreditation Commission of Health Care (ACHC).  
 
Note to Agency Members:  Maxim entered into a Deferred Prosecution Agreement 
(DPA) on September 12, 2011 with the United States Attorney’s Office for the District 
of New Jersey, a Corporate Integrity Agreement (CIA), and civil settlements with the 
Office of the Inspector General, U.S. Department of Health and Human Services, and 
civil settlement agreements with the United States of America and involved States.  
These agreements were made to resolve allegations of false claims related to certain 
Medicaid payments the company received from October 1998 through May of 2009.  
On September 17, 2013, after Maxim met all of its reform and compliance 
requirements, the criminal complaint that was the subject of the DPA was dismissed 
with prejudice.  Maxim is currently operating under the terms of the CIA. 
 

SPECIFIC CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all relevant specific criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
 

HOME HEALTH SERVICES 
 
1. The need for home health agencies/services shall be determined on a county by county 

basis. 
 
The applicant’s proposed service area includes Carter, Johnson, Sullivan, Unicoi, and 
Washington counties. 

 
2. In a given county, 1.5 percent of the total population will be considered as the need 

estimate for home health services in that county. 

The 1.5 percent formula will be applied as a general guideline, as a means of comparison 
within the proposed service area. 

 
Home Health Patients and Need in Service Area 

        
County # of 

Agencies 
Serving 

2013 
Population 

 
Patients 
Served 

2018 
Population 

 

Projected 
Capacity 

1.5% of 
2018 

Population 

Need/(Surplus) 
2018 

Carter 11 57,228 2,072 57,680 2,088 865 (1,223) 
Johnson 5 18,126 907 18,127 907 272 (635) 
Sullivan 13 158,451 5,259 161,136 5,348 2,417 (2,931) 
Unicoi 11 18,334 659 18,511 665 278 (388) 
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Washington 14 128,537 4,181 138,370 4,501 2,076 (2,425) 
Totals       (7,602) 

 Source:  Tennessee Population Projections 2000-2020, June 2013 Revision, Tennessee Department of Health, Division 
              of Health Statistics and the Joint Annual Report of Home Health Agencies, 2013 (Final). 
 
3. Using recognized population sources, projections for four years into the future will be used. 

 
Service Area Population 2014 and 2018 

County 2014 
Population 

2018 
Population 

% of Increase/ 
(Decrease) 

Carter 57,284 57,680 0.7% 
Johnson 18,094 18,127 0.2% 
Sullivan 158,975 161,136 1.4% 
Unicoi 18,376 18,511 0.7% 
Washington 130,586 138,370 6.0% 
Total 383,315 393,824 2.7% 

                Source: Tennessee Population Projections 2010-2020, June 2013 Revision, Tennessee 
                           Department of Health, Division of Policy, Planning, and Assessment-Office of Health Statistics 
 
4. The use rate of existing home health agencies in the county will be determined by examining 

the latest utilization rate as calculated in the Joint Annual Report of existing home health 
agencies in the service area. 

 
 Based on the number of patients served by home health agencies in the service area, an 

estimation will be made as to how many patients could be served in the future. 
 
 There is a surplus of 7,602. 
 
5. Documentation from referral sources: 
 
 a. The applicant shall provide letters of intent from physicians and other referral sources 

pertaining to patient referral. 
 
  The applicant provides letters from three physicians from the Tri-Cities area who 

provide care at Niswonger Children’s Hospital.  Additionally, letters from Independence 
on Wheels and the Muscular Dystrophy Association were provided as well. 

 
 b. The applicant shall provide information indicating the types of cases physicians would 

refer to the proposed home health agency and the projected number of cases by 
service category to be provided in the initial year of operation. 

 
  The applicant provides this information on page 25 of the application. 
 
 c. The applicant shall provide letters from potential patients or providers in the proposed 

service area that state they have attempted to find appropriate home health services 
but have not been able to secure such services. 

 
  The applicant provides letters in 5a. 
 
 d. The applicant shall provide information concerning whether a proposed agency would 

provide services different from those services offered by existing agencies. 
 
  The applicant specializes in private duty, medically complex, non-Medicare pediatric and 

adults to age 64.  Of the 19 agencies authorized for one or more of the counties in the 
service area, few offer the combination of focus and expertise. 

 
6. The proposed charges shall be reasonable in comparison with those of other similar facilities 

in the service area or in adjoining service areas. 



__________________________________________________________________________________________________ 
DOH/PPA/…CON#1405-015                                                                                                 Maxim Healthcare Services 
                                                                                                                             Home Health Services 
 

6 

 
 a. The average cost per visit by service category shall be listed. 
 

  The applicant provides there charges in comparison with 5 other agencies on page 31 
of the application. 

 
 b. The average cost per patient based upon the projected number of visits per patient 

shall be listed. 
 
 The applicant provides a breakdown of visits and charges on page 32 of the application. 
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